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The Annual Meeting of Shareholders will 
be held at 2 P.M. Eastern Daylight Saving 
Time on Tuesday, April 26, 1966, at the 
Corporate Headquarters of the Company, 
23555 Euclid Avenue, Cleveland, Ohio. 
Shareholders are cordially invited to attend 
this meeting. A formal notice, together 
with a proxy statement and form of proxy, 
will be mailed to all shareholders in ad- 
vance of the meeting. 


Transfer Agents The National City Bank 
of Cleveland—4% Preferred, Series A 
Preference and Common Stock (also Divi- 
dend Disbursing Agent) « Bankers Trust 
Company—4% Preferred Stock « Morgan 
Guaranty Trust Company of New York— 
Series A Preference and Common Stock. 


Registrars The Cleveland Trust Company 
The Chase Manhattan Bank ¢ Bankers Trust 
Company. 


Stock Listings 4% Preferred: New York 
Stock Exchange * Midwest Stock Exchange. 
Series A Preference: New York Stock Ex- 
change. Common: New York Stock Ex- 
change ¢ Midwest Stock Exchange ¢ Pacific 
Coast Stock Exchange ¢ Philadelphia-Balti- 
more-Washington Stock Exchange. 


THE COVER scene, adapted from a corporate 
advertisement that appeared shortly after the 
name change from Thompson Ramo Wooldridge 
Inc. to TRW Inc. on April 30, 1965, appropriately 
symbolizes the international and interplanetary 
dimensions of the company's business. The 
far reaches of space provide many challenging 
opportunities in transportation, communication 
and scientific exploration. At the same time, 
TRW continues to expand its technological capa- 
bilities in a growing number of down-to-earth 
commercial and industrial markets. 


TRW Three-Year Highlights 
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TO OUR SHAREHOLDERS: 


1965 was the best year TRW ever had. Sales, net income, earnings 
per share and dividends set all-time records. Employment, pay- 
rolls and employee benefits also reached the highest levels in 
the company’s history. 


As highlighted on the page to your left, and discussed in detail 
in the financial review starting on page 12, consolidated sales were 
$664.5 million, an increase of $111.1 million or 20% above the $553.4 
million of 1964. Net income was $29 million, a gain of $5.6 million or 
24% above the $23.4 million of 1964. Profit margin after taxes was 
4.4% of sales, compared with 4.2% in 1964. Earnings were equivalent 
to $3.15 per share, compared with $2.45 in 1964, an increase of about 
29%. Return on the equity of common shareholders rose to 18.3%, 
compared with 14.9% in 1964. 


TRW's quarterly dividend rate was increased twice during 1965 
in addition to an extra year-end dividend. Cash payments amount- 
ed to $1.20 per common share, an increase of one-third above the 
$.90 paid in 1964. The 109th consecutive quarterly dividend was dis- 
tributed last December. 


TRW sales advanced on a broad front in 1965. All major seg- 
ments of the company contributed to the year’s record results. 
Sales to commercial and industrial markets, both domestic 
and overseas, showed substantial gains. There was also a mark- 
ed increase in billings to government agencies for advanced 
technical systems. 


The company benefited from sharply increased commercial air- 
craft requirements, and each of its electronic operations recorded 
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new sales records reflecting the strong demand for color TV, home 
and auto radios and other entertainment products. Sales of com- 
ponents to the motor vehicle and industrial equipment markets 
continued to expand on a worldwide basis. 


Technology has never been more important. It is the corner- 
stone of our business. Advanced technology is used in every con- 
ceivable way to improve our manufacturing methods and processes. 
We are applying our experience in systems management to many 
of the nation’s complex long-range programs. These include the 
current and advanced ballistic missile systems, the Navy’s anti- 
submarine warfare program, NASA’s Apollo-Gemini projects and 
several unmanned spacecraft programs. Just recently we were 
selected by the Communications Satellite Corporation (COMSAT) 
to negotiate for a contract to build a series of global commercial 
communications satellites. We are also working on a number of 
promising projects utilizing our substantial systems management 
capabilities to help provide solutions for problems related to 
water conservation, hospital design and highway traffic control. 


TRW has a growth plan. Our goal is to achieve a billion-dollar 
sales level by 1970. It now appears possible that we will achieve 
this goal before that time. We continue to be interested only in 
the type of growth that results in increased earnings per share 
and that can be reflected in higher dividends to shareholders and 
an improved market value for their investment. In order to achieve 
our growth objectives, we plan substantial investments in new 
facilities in 1966. 


Human resources are vital to TRW’s success. As the company 


celebrates its 65th anniversary this year, we have an organization 
in which maturity and experience are matched with a youthful, 
aggressive spirit and a high sense of dedication. Today, more 
than 10 percent of our employees have technical degrees, includ- 
ing several hundred Ph.Ds. We also employ more than one per- 
cent of all the country’s physicists. Last year we added more than 
7,000 people. In January we had 50,000 people working in 171 loca- 
tions throughout the world. 


Further growth is expected in 1966. We have never commenced a 
new year with a more favorable outlook for continued growth. 
TRW’s strong financial resources and flexibility, built up in recent 
years, permitted the company to invest in a number of important 
international ventures during 1965 and early 1966. Their perform- 
ance will be reflected in results for the current year. Our backlog 
of new orders, both foreign and domestic, exceeds any previous 
level in the company’s history. This should result in another very 
substantial sales increase in 1966 and a good growth in earnings. 
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CHAIRMAN OF THE BOARD AND PRESIDENT 
CHIEF EXECUTIVE OFFICER 


February 18, 1966 


DIRECTORS 


J. A. ALEXANDER, Attorney and Partner, Krieg, DeVault, 
Alexander & Capehart 


R. F. BACHER, Professor of Physics and Provost, 
California Institute of Technology 


J.T. BROWN, Vice President, Mellon National Bank and Trust Company 
A. T. COLWELL, Retired Vice President, TRW Inc. 


F. C. CRAWFORD, Chairman of the Executive Committee, 
and Honorary Chairman of the Board 


J. H. DOOLITTLE, Lt. General, USAF (Ret.) 

H. A. JOHNSTON, Retired President of Marlin-Rockwell Company division 
R. F. METTLER, Executive Vice President 

S. C. PACE, Executive Vice President 

S. 


RAMO, Vice Chairman and Member, Executive Committee; 
and President, The Bunker-Ramo Corporation 


E. P. RILEY, Executive Vice President 

H. A. SHEPARD, President and Member, Executive Committee 
W. S. VAUGHN, President, Eastman Kodak Company 

D. E. WOOLDRIDGE, Author and Scientist 
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D. WRIGHT, Chairman of the Board and Chief Executive Officer, 
and Member, Executive Committee 


OFFICERS 


J.D. WRIGHT, Chairman of the Board and Chief Executive Officer 
S. RAMO, Vice Chairman 
H. A. SHEPARD, President 


Staff Vice Presidents 


E. C. BRELSFORD, Finance 

R. A. BURGIN, Assistant to Chairman 

J. E. DUNLAP, Human Relations 

J. H. KERR, General Counsel 

R. S. LIVINGSTONE, Special Assignments 
G. R. MOORE, Customer Requirements 

H. Q. NORTH, Research and Development 
M. E. PRICE, Accounting 

J. H. SHAFFER, Customer Requirements 


Other Staff Officers 


C. R. ALLEN, Controller 

E. E. FORD, Assistant General Counsel 
E. E. STUART, Treasurer 

P. W. SCHUETTE, Secretary 

P. E. PRIEST, Assistant Controller 

J. F. BRADLEY, JR., Assistant Treasurer 
W. G. KING, JR., Assistant Treasurer 

R. F. BRITTON, Assistant Secretary 

R. B. CORPENING, Assistant Secretary 
R. J. LEAVER, Assistant Secretary 


(Operations officers are shown with their respective units 
in the listing beginning on page 25.) 


THE YEAR IN REVIEW 


TRW’s achievements in 1965 were as diverse as its products and 
services. During the year, the company strengthened its position 
in its traditional markets and expanded into several related fields. 
The application of advanced technology continues to be the basic 
building block of the business. In recent years, TRW has come 
to represent a new kind of scientific-industrial organization that 
serves many specialized commercial and government markets. 


Today, the company has attained a market balance that pro- 
vides a sound base for profitable growth regardless of temporary 
trends in any one industry or changes in government procure- 
ment policies. The chart on the right indicates the range of our 
current customer and market diversification. At this time, no 
single product line, program or contract accounts for as much as 
10% of total sales. We are participating in many important fields, 
contributing to new and improved concepts in transportation, 
communications, home entertainment, space exploration, ord- 
nance, industrial equipment, and systems management. 


The employment chart on this page is further evidence of the 
company’s progress, and it also points up the continuing need 
for attracting competent, imaginative people for the projects and 
programs summarized in this report. 


Aerospace Highlights. For TRW’s aerospace operations, 1965 was 
a year of accomplishment highlighted by further expansion of our 
responsibilities in many of the nation’s high-priority security and 
space exploration programs. TRW’s aerospace markets cover a 
broad group of specialized components, systems and services 
sold to both government and industrial customers, including all 
branches of the Department of Defense, the National Aeronautics 
and Space Administration, Atomic Energy Commission, other fed- 
eral agencies, manufacturers, universities and foreign companies. 


The programs for which TRW has important responsibilities in- 
volve some of the nation’s principal objectives—landing men on 
the moon, strengthening antisubmarine warfare capability, im- 
proving the strategic missile deterrent force, modernizing our 
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in January, 1966. **Vear of merger. 


military air power and broadening worldwide communications 
capabilities. 


Continuing emphasis on advanced technology and its appli- 
cation in related product areas has resulted in both strong special- 
ization and a broader base of capabilities. This is especially true 
of TRW Systems (formerly TRW Space Technology Laboratories), 
which changed its name last July to identify more clearly the 
evolving nature of its business. 


Today TRW’s Systems group has more than 300 contracts, with 
two-thirds of this work involving either fixed prices or incentive 
clauses that reward or penalize performance. Employment at 
TRW Systems increased from 7,500 to nearly 11,000 last year, and 
the hiring rate is expected to rise during 1966. TRW Equipment 
operations in Cleveland have been adding new people at the rate 
of 250 per month. During the last half of 1965, two-thirds of the 
hourly work force in our largest Cleveland plant were upgraded 
to better jobs through intensive on-the-job training programs. 


New facilities are being built to sustain our growth. Construc- 
tion has started on three new buildings at our California space 
center and a new manufacturing facility was occupied in 1965. 
Other new engineering, manufacturing, testing and office expan- 
sion has been or will be completed in Houston, Tex., Washington, 
D.C., San Bernardino and San Juan Capistrano, Calif., and Cleve- 
land and Minerva, Ohio. 


Space Technology. TRW’s competence in space systems tech- 
nology has enabled the company to participate in nearly 90% of 
U.S. launches. In addition to serving as prime contractor to the 
Air Force for the Nuclear Detection Satellites (six launched), 
TRW continues as prime contractor for NASA’s Orbiting Geo- 
physical Observatories (two launched), and the new series of 
Interplanetary Pioneers, the first of which was placed in orbit 
around the sun in mid-December. TRW received a bonus for 
successfully positioning this spacecraft while in orbit and can 
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earn additional awards for meeting or exceeding in-orbit per- 
formance during the first six months of flight. 


Our role in NASA’s Gemini and Apollo manned space projects 
continues to expand. TRW is assisting the Manned Spacecraft 
Center in developing mission and trajectory analyses for both 
Gemini and Apollo. Under subcontract to Grumman, TRW is 
developing the descent engines that will soft-land men on the 
moon in this decade. We are also designing the emergency guid- 
ance system for the Lunar Excursion Module (LEM) that will effect 
a rendezvous with the Apollo mothership in the event the primary 
guidance system fails. 


Other projects related to the manned moon mission include 
special communications equipment for NASA's worldwide track- 
ing network, low-thrust attitude control engines for one of the 
stages of the Saturn V booster, an advanced chemical auxiliary 
power system for the LEM, a “‘hopper’’ engine unit to operate on 
the lunar surface, microelectronic circuitry, special materials and 
equipment packages for lunar experiments. 


Last July, TRW’s manufacturing abilities were demonstrated 
when the Mariner 4 made its historic photographic fly-by of Mars. 
Our central computer and sequencer helped the spacecraft find 
its way, and we also developed guidance equations for the lift-off, 
supplied thermal control equipment to protect the electronic gear, 
and produced the electrical power distribution system. Studies 
were completed for the Voyager spacecraft that will investigate 
Mars. TRW is also studying the feasibility of an unmanned inter- 
planetary probe to Jupiter and beyond. 


Communications Satellites. On December 18 the Communications 
Satellite Corporation announced it would negotiate with TRW for 
the development of satellites for its global communications sys- 
tem. Participation in this worldwide system would assure TRW 
a preeminent position in the highly promising field of communi- 
cations by satellite. TRW technology won over distinguished 
competition for this system, which is designed to provide 1,200 


high-quality, two-way voice channels or four television channels. 


Production is under way on satellites for the first Department of 
Defense communications satellite system being built by TRW for 
Philco, and studies have been completed on the Advanced Defense 
Communications Satellite Program. 


Space Power and Rocket Components. Sustained progress was 
made in 1965 toward the development of an advanced space power 
conversion system capable of long-duration life in space. Ad- 
vanced plasma and ion propulsion systems are being studied 
under NASA and Air Force contracts, and the company is con- 
tinuing its work on the POODLE radioisotope space vehicle thruster 
under AEC and Air Force contracts. 


TRW activities in the rocket engine components field are cen- 
tered in production of rocket nozzles and ablative chambers for 
Minuteman, Polaris, Titan III-C, Saturn SIVB and the Apollo LEM 
engine programs. TRW’s first 260-inch diameter nozzle was em- 
ployed successfully in the first firing of Aerojet-General’s giant 
solid motor last year. The Titan III-C, equipped with TRW-built 
nozzles, was flight tested several times in 1965. The company 
also delivered the first 156-inch nozzle fabricated by an advanced 
process requiring no large pressure vessels. 


Materials Technology. TRW’s experience in advanced materials 
and process development, combined with capabilities gained in 
rocket nozzle work, led to new contracts for development and 
fabrication of composite material structures for torpedoes, armor 
and propulsion components. Deliveries continued on advanced re- 
entry vehicle heat shield structures and hot gas booster valves. 


A unique facility for testing fatigue and creep in metals ex- 
posed to high temperatures is being operated for NASA at TRW’s 
Colwell Engineering Center in Cleveland. NASA has also pur- 
chased a TRW-developed particle injector kit which allows scien- 
tists to study, in their laboratories, the effect of micrometeoroids 
on spacecraft materials and astronauts’ spacesuits. 


Weapons Systems. TRW'’s 12-year role as systems engineer for 
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the Air Force ballistic missile programs is continuing on Minute- 
man Il. Activation engineering for Minuteman II is under way, 
and TRW is also providing the Air Force with a new gyro compass 
to orient silo-based missiles. Studies on range instrumentation, 
re-entry phenomena and new missiles are also being performed. 


From the systems management of missile programs to produc- 
ing shoulder weapons for soldiers in Viet Nam, TRW continues 
to provide strong support for national defense. Award of a con- 
tract for M-79 grenade launchers combines with the Browning 
sports rifle program to give the company both military and com- 
mercial small arms business. TRW’s newly-developed 25 mm 
rapid fire vehicle weapon system was successfully demonstrated 
during 1965 before both U.S. and foreign military agencies. The 
company is developing an integrated data management system 
for the Army’s new advanced aerial fire support helicopter pro- 
gram, and systems engineering service is being provided for the 
Army Missile Command's Sparta program. 


Undersea Warfare. In a critically important mission, TRW is pro- 
ceeding with systems integration and test support for the Navy’s 
antisubmarine warfare program. The company is also manu- 
facturing the complete propulsion system for the Mark 46 anti- 
submarine torpedo as a subcontractor to Honeywell. The Honey- 
well-TRW team won a multimillion dollar contract in December to 
mass produce the undersea weapon, and this program is expected 
to provide high-volume manufacturing orders for several years. 


TRW is currently developing a torpedo propulsion system that 
offers increased power, range and noise-reduction advantages 
over present systems, and production is also continuing on a 
new family of control rod drive mechanisms for seagoing nuclear 
propulsion plants. 


Aircraft Business Improves. Aircraft production schedules, rela- 
tively stable in 1964, accelerated very rapidly in 1965 as commercial 
requirements produced the largest backlog of orders since the 
late fifties. As a major subcontractor to U.S. airframe and engine 
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builders, TRW expects to share in new business resulting from 
a strong commercial jet market that has been augmented by in- 
creased procurement of military aircraft. 


TRW is the industry’s largest independent supplier of jet engine 
components, including blades, vanes, buckets, structural parts 
and weldments. The company also produces fuel and booster 
pumps, hydraulic and pneumatic components, ball and roller 
bearings, specialized investment castings and wrought super- 
alloys for jet aircraft. 


The company’s divisions in Ohio, Pennsylvania and New York 
are currently making parts for all of the airplanes that figure 
prominently in the $7 billion budget for military aircraft. This 
includes the F-111 fighter, the new C5A troop carrier, the F-4 Phan- 
tom II fighter-bomber, the A7A Corsair || attack plane and the 
new counterinsurgency (COIN) attack plane. The need for heli- 
copter engine components is increasing, as are the requirements 
for aircraft engines adapted for use in groups as stationary gas 
turbines to generate standby electrical power. 


Approximately half of the volume in our aircraft parts plants 
are components being delivered for all types of long, medium 
and short-haul commercial passenger jets. TRW is also produc- 
ing prototype engine parts for the U.S. Supersonic Transport, and 
a TRW booster pump design will be produced for the British- 
French version of the SST under a royalties arrangement. In 
another cooperative program, TRW has developed casting tech- 
niques in support of a new Pratt & Whitney superalloy develop- 
ment which may extend by 20% the life of jet engine components. 


Electronics for Space and Defense. Among many electronics 
programs underway within TRW divisions is an advanced Air Force 
concept for tracking, telemetry and control for manned and un- 
manned spacecraft. This program, called the Space Ground Link 
System (SGLS), passed its first demonstration test in 1965. 


TRW electronic components are used today in every major U.S. 
missile and space program and the company is maintaining its 
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position as the prime supplier of RF tuning devices for military 
and commercial jet aircraft. In a related field, TRW transistor 
technology is playing a leading role in the conversion of elec- 
tronic communications equipment from vacuum tubes to solid- 
state devices. The ‘‘cell’’ technology developed by TRW Semi- 
conductors has dramatically enhanced the state of the art for 
high power, high frequency communication transistors. The first 
all-solid-state civilian aircraft radio, introduced in 1965, used 
TRW transistors, and an advanced high-performance transistor 
was recently developed under a Signal Corps contract. 


TRW’s proprietary Varicap® diodes are vital components in 
newer electronic-tuned military radios. Our semiconductors, RF 
tuning devices and capacitors are used in a variety of equipment 
employed by armed forces in Viet Nam, including ‘‘walkie-talkies,”’ 
jet aircraft and rescue beacons used for locating downed pilots. 


We also rank as the leading supplier of transistors for sono- 
buoys, devices employed for locating and tracking hostile sub- 
marines. Our capacitors and semiconductors continue to be used 
in many critical applications by the Atomic Energy Commission. 


Commercial Electronics. The consumer electronics industry en- 
joyed unprecedented growth in 1965, and technological advance- 
ments helped TRW make important contributions to exploding 
markets for television, stereo/hi-fi equipment, car and home 
radios and electronic organs. 


Color television fulfilled its promise and now rates as one of 
the fastest growing U.S. industries. More than 2.6 million color 
TV sets were sold last year and more than four million color sets 
should be sold this year. The majority of color TV sets in use or in 
production employ components made by TRW. 


We are the leading supplier of color convergence yokes, a vital 
component that helps to magnetically convert the reds, blues and 
greens into life-like color. Our Electronic Components division, 
headquartered in Des Plaines, IIl., also makes color TV separation 
coils and IF transformers, trimmers, variable capacitors and tuners 
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vesting heavily in special-purpose piston ring equipment to meet 
growing customer demands. TRW’s patented molybdenum-coated 
piston rings, introduced at the beginning of the 1963 model year, 
are now standard in 36 American-built engines. TRW was first in 
this field and is now the number one supplier of moly-coated rings. 


Another major capital improvement program will be completed 
this year in Marlin-Rockwell facilities. A multimillion dollar in- 
stallation of several automated ball bearing lines has strength- 
ened competitive efforts at Jamestown, N. Y., while the Falconer, 
N. Y., plant is being expanded to produce more large precision 
ball bearings for aircraft, missile and machine tool industries. 
Substantial modernization will take place at the division’s Plain- 
ville, Conn., plant. TRW ball and roller bearings are used in many 
industries, from electric motors and farm machinery to helicopters 
and materials handling equipment. 


TRW's projection welded tip for exhaust valves has moved closer 
to becoming an industry standard as a result of applications on 
engines of several major car builders. TRW engine valves are 
produced for every U.S. car and truck manufacturer, as well as 
for internal combustion engines found on lawn mowers, golf carts, 
road graders, farm tractors and other vehicles. The Valve Division 
also continues to contribute to industry progress through the 
development of improved valve alloys. In 1966 the two-billionth 
TRW valve will be produced on our expanded automated lines 
in Cleveland. 


TRW turbochargers are being sold in greater numbers to the 
diesel engine market for heavy-duty, off-the-road equipment and 
stationary power plants. Our patented combination spring retain- 
er cap and oil shield assembly is also gaining wider acceptance 
as standard equipment. 


The continuous increase in vehicle registration and further ex- 
pansion of its product line spurred TRW Replacement Division to 
a record level of distribution in 1965. The addition of piston rings, 
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camshafts, rocker arms and oil pumps further strengthened the 
company’s position as a major supplier to the aftermarket. 


Thompson Products, Ltd., our Canadian subsidiary, had another 
record year. This operation continues to rank as that country’s 
leading independent supplier of engine and chassis components. 
A major plant expansion, now being completed, involves the in- 
stallation of an automated valve manufacturing line and the en- 
largement of the piston casting facility. 


International Operations. Last year the company accelerated its 
international expansion program, with major advances coming 
chiefly from the mushrooming overseas vehicle markets, whose 
rate of growth has exceeded that of U.S. markets in recent years. 
All major U.S. vehicle producers and many of the foreign sup- 
pliers have urged TRW to establish operations in those countries 
in which they operate. This factor, together with proper con- 
sideration of political, economic, manpower and financial ele- 
ments, has stimulated our international expansion efforts. 


In the past five years, TRW has acquired a majority or 100% in- 
terest in 11 foreign manufacturing firms. We now have 17 major 
subsidiaries and affiliates making and selling products in 12 coun- 
tries on five continents. In addition, we have continued to expand 
our export sales and overseas licensing arrangements. 


During 1965 TRW purchased all but 3% of the remaining shares 
of Cam Gears Ltd., a British producer of steering components. 
This transaction includes the controlling interest in Hydrosteer, 
Ltd. in England; Cam Gears/TRW (Pty) Ltd. in Australia; and Cam 
Gears Italia. In January of 1966 we completed two important ac- 
quisitions, buying the remaining shares of Gemmer-France, a 
major steering gear manufacturer in which we had obtained a 
minority interest via the Ross Gear acquisition, and purchasing 
Clifford Motor Components Ltd., one of England’s largest sup- 
pliers of valves, steering wheels and other components. 


In cooperation with the French government’s depressed area 
industrialization program, we have agreed to build a new factory 
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in the Vosges Department of France for the production of auto- 
motive components. TRW also purchased the land and buildings 
previously leased by its French piston ring manufacturing com- 
pany at Pringy. 


A new foundry addition is being completed at the Barsinghausen 
plant of Teves-Thompson, our affiliate in West Germany. 


Latin American operations increased substantially in 1965. In 
Argentina, demand for auto parts strained the capacity of Thomp- 
son Ramco. To keep pace, facilities have since been expanded 
at Cordoba. In Mexico, TRW obtained the controlling interest in 
Partes de Motor S.A., a major valve producer, and acquired the 
remaining shares of Auto Partes Mexicanas S.A., a piston manu- 
facturer. A major capital appropriation will consolidate these 
operations with Thompson Ramco Mexico in a new facility to be 
constructed near Cuernavaca. 


A new TRW facility was completed last year in Uitenhage, South 
Africa, and will soon begin production of a full line of TRW auto- 
motive products. This is a joint venture with Anglo-American 
Industrial Corporation Ltd. of South Africa. 


Fuji Valve Co., Ltd., our Japanese affiliate, is completing a new 
factory in Fujisawa, near Tokyo. 


Last year an agreement was made with Hawker Siddeley Dy- 
namics Ltd., of England, under which TRW will provide technical 
support for newly developing European national and international 
space programs. In France, we began a joint venture with Engins- 
Matra of Paris which calls for the formation of an international 
space systems company called Matrel. TRW also consulted on sys- 
tems engineering and developed telemetry equipment for France's 
recently launched FR-1 satellite. Discussions also are under way 
with other European countries and Japan concerning the possi- 
bility of mutual development of international space markets. 


In each of our major operations, there appear to be many addi- 
tional opportunities for expansion in international markets. 
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1965—A year of new records and significant growth 


For the third consecutive year, TRW achieved new records in sales, 
net income, earnings per share and dividends. 1965 was also a year 
when important new investments were made for future growth. 
The net profit margin and return on common shareholders’ equity 
were the highest in the last fifteen years. During 1965, the quarterly 
dividend rate was increased twice in addition to a special year- 
end extra dividend. The number of shareholders and employees 
also reached new peak levels. 


Sales Increase $111.1 Million. Consolidated sales for TRW rose to 
$664.5 million, a growth of about 20% above the 1964 level of $553.4 
million. The increase of $111.1 million reflected higher sales in 
most of TRW'’s principal markets and also included the consoli- 
dation of the Latin American operations and an English acquisi- 
tion. Continuing the trend of the past three years, sales in each 
quarter of 1965 increased over the comparable year-earlier period. 
Quarterly sales for 1965 and the three prior years are included in 
the following summary: 


($ in millions) 


Quarter Ending 1965 1964 1963 1962 
WEN 5 66o 6 ob oH E $155.1 $138.3 $117.4 Sey, 
UUMNESY 6 65 oe 8.6 6b o 164.8 144.2 122.7 ORS 
Seoremloael Wo cep aos 162.5 128.2 117.0 110.6 
DicemMlaer Gh yon a oe 0 182.1 142.7 2525 118.1 

oie WEEN az5 a a 0 9 $664.5 $553.4 $482.6 $460.3 


The favorable customer and market diversification achieved in 
recent years showed further improvement during 1965. Sales to 
commercial and industrial customers were a moderately larger 
percent of total volume due largely to the added international 
business and relatively higher growth in the commercial markets. 


The higher sales level in the domestic commercial activities re- 
flected expansion in all principal product lines. The company 
benefited from increased requirements for commercial aircraft 
components, and sales of commercial electronic products re- 
flected the accelerated demand for color TV, home and auto 
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radios and other entertainment systems. TRW continued to pro- 
vide millions of components for expanding motor vehicle and in- 
dustrial equipment markets. Substantial growth was achieved in 
government markets as the company maintained its position as 
a major supplier of aerospace systems, components and services. 


Record Earnings Per Share—Up 29%. The profit improvement in 
1965 reflected not only the higher volume but also a continuing 
internal operating improvement resulting in better margins. Profit 
before taxes was $54.5 million, an increase of $10.8 million, or 
about 25% above the $43.7 million earned in 1964. After deduction 
of U.S. and foreign income taxes (46.8% of total income versus 
46.5% in 1964) net income amounted to $29.0 million. The increase 
of $5.6 million was about 24% above the 1964 level of $23.4 million. 
The net profit margin, stated as a percentage of sales, advanced 
to 4.4% compared with 4.2% in 1964 and 3.1%, 2.7% and 1.6% in the 
previous three years. An even more important measure of profit- 
ability is return on the common shareholders’ equity. For 1965, 
this margin was 18.3%, up from 14.9% in the previous year. 


The principal criterion of profitable growth is the improvement in 
earnings per common share. For 1965, this figure was $3.15 per share, 
a growth of about 29% above the previous record level of $2.45 es- 
tablished in 1964. Included in this year’s figure was $.10 per share 
as a result of the government’s investment tax credit program. 
This compared with $.18 per share in 1964 (which included $.08 per 
share resulting from the inclusion in income of the investment tax 
credit deferred in 1962 and 1963 due to the 1964 tax law changes). 


Earnings per share growth has shown a trend comparable to the 
quarterly sales levels discussed earlier. The quarterly earnings 
figures for the last four years are shown below: 


Quarter Ending 1965 1964 1963 1962 
WEVA REE. oe on ep BO GS 6 $ .64 s)he $ .40 $ .38 
TUNE ISO Aare echo tere no sil} 52 46 
Seema G0 55 5 a5 5 6 olftll oul 41 BSH) 
December slam caemn eae .88 69 (615) 44 

Rotal Year. nce. <1. $3.15 $2.45 $1.98 $1.63 


Higher Cash Dividends. The 109th consecutive quarterly dividend 
was distributed to shareholders on December 15, 1965. Payments 
during 1965 amounted to $1.20 per common share, a one-third in- 
crease above the $.90 paid in 1964. The 1965 payments included 
three quarterly dividends of $.25 per share, and a fourth-quarter 
payment of $.30 per share plus a year-end extra of $.15 per share. 
In addition, at the December board meeting, the Directors again 
increased the quarterly dividend rate to $.35 per share, equivalent 
to an annual rate of $1.40, effective with the March 15, 1966 payment. 
Since 1962, dividend payments per share have about doubled in 
line with the substantial rise in earnings. 


Financial Strength Supports Growth. The strong financial re- 
sources and flexibility built up over the last few years permitted 
TRW to invest in important new business ventures during 1965 
and early 1966. The audited financial statements are on pages 20 


to 24. While total resources advanced to another new peak at 
COMMON SHAREHOLDERS’ INVESTMENT 
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year-end 1965, the company’s cash and marketable securities 
were reduced and bank loans were being employed for the first 
time, in any substantial amount, in several years. These changes 
reflect largely the investment made in Cam Gears Ltd., the sub- 
stantially increased expenditures for new facilities and equip- 
ment and the higher investment in receivables and inventories 
to support the sales growth. 


At December 31, 1965, total assets amounted to $363.1 million, an 
increase of $45.5 million above the year-earlier level of $317.6 
million. Reflecting the Cam Gears investment along with other 
factors, working capital, excluding foreign subsidiaries other than 
Canada, declined moderately to $115.5 million as compared with 
$124.4 million at December 31, 1964. The Source and Application 
of Funds statement on page 17 includes the various items that 
affected working capital during 1965 compared with the previous 
year. Cash and securities of $24.4 million were $5.3 million below 
the level of a year earlier. Current bank loans amounted to $13.4 
million at the end of the year. 


TRW's investment in accounts receivable increased $14.3 million 
to a new peak level of $86.2 million. This was an increase of about 
20% and commensurate with the higher sales volume. Added re- 
quirements for inventories also existed throughout 1965 with the 
year-end level of $93.2 million about $10.7 million above the Decem- 
ber 31, 1964 amount. This relatively moderate inventory increase 
reflected largely TRW’s continuing program to control and reduce, 
where possible, this type of investment. 


In conjunction with the international expansion program, TRW 
had intended to finance the major international investments 
through the use of available cash or domestic financing. In re- 
sponse to the Government's voluntary program to improve the 
balance of payments, however, these plans were changed and over- 
seas bank loans were arranged to finance a large part of these trans- 
actions. At the end of 1965, TRW had outstanding $10 million of 
overseas bank loans. In January 1966, to finance the recently 


EARNINGS AND CASH DIVIDENDS 
PER COMMON SHARE 
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announced acquisition of Clifford Motor Components Ltd., these 
loans were increased to $37.5 million. Although this type of inter- 
national financing does not provide a permanent basis for these 
investments, TRW believes that these arrangements offer the 
maximum flexibility over the next few years to determine the most 
advantageous long-term solution. 


International Expansion Continues. During 1965, TRW made im- 
portant new investments in foreign enterprises as discussed 
above. Sales of the majority-owned foreign subsidiaries were in- 
cluded in TRW’s consolidated results for 1965. Earnings from 
foreign sources (excluding Canada and including Cam Gears Ltd. 
only from May 1965, the month of acquisition), including royalties 
and TRW’s equity in earnings of a 50%-owned company, amounted 
to $3.1 million compared with $1.5 million in the prior year. 


TRW’s investments in these foreign enterprises (excluding 
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Canadian subsidiaries) amounted to $40.9 million at the end of 
1965, and may be summarized as shown in the table below: 


($ in Millions) 


Latin United Continental 
America Kingdom Europe Other Total 
Current-assetsic.. sac ees $11.7 $ 8.2 $12.5 $7331 935-5) 
Fixed assets—net ...... 6.6 Ve 8.4 3.3 25.5 
Otherassetsi45 6) aio 2 es 1.5 8 3.3 33} 5.9 
Intangibles—at cost to TRW . _ 7.4 1.8 ae 9.4 
otal Assets oF s 30 ea = $19.8 $23.6 $26.0 $6.9 $76.3 
Current liabilities ...... $ 5.4 $ 5.1 $ 6.7 $1.7 $18.9 
OthermliabiliticSseecmceeecnne 1.8 1.6 1.8 ile7/ 6.9 
Other shareholders’ interest . 2.1 “(3 5.5 1.8 9.6 
Total Deductions. ..... $.9:3 $ 6.9 $14.0 $5.2 $35.4 
Investments in foreign 
SAME 5 4 on 6 4 yu 3 $10.5 $16.7 $12.0 $1.7 $40.9 


New Facilities Spending Up Sharply. During 1965, most of TRW’s 
operating units encountered peak capacity requirements. These 
growth conditions resulted in major expenditures for new facili- 
ties and equipment. The table below shows an analysis of the 
$28.7 million spent during 1965 compared with $19.7 million for 
the previous year. 


Expenditures 
($in millions) 


1965 1964 
New product support and expansion of capacity. ..... $13.6 $ 8.6 
Modernization and replacement of facilities for cost 
redUCHION: (Seria casas ais) Gite Gl Musee  Aoeri we ae tgs 3.8 pi! 
Buildings, leasehold improvements and realestate... . 5.4 3.3 
International subsidiaries’ expenditures. ......... 2.6 — 
OUNCE ars fa, cele wpe aire ens, tem oe Saceb oped hie core conor ye a ees 3.3 ail 
ARLEN 4eys\KethWideSa wom uo clon oo Go fa a oS $28.7 $19.7 


Capital Resources and Net Worth. At December 31, 1965, total 
shareholders’ investment amounted to $211.3 million compared 
with $198.8 million a year earlier. This was equivalent to a book 
value of $17.53 per common share, up from $15.93 at the end of 1964. 
During the year TRW purchased 34,100 shares of common stock 
which were classified as treasury shares. There are now a total of 
592,172 shares held in the treasury including those acquired in 
1963 and 1964. The number of Series A preference shares was 
reduced to 530,158 shares at the end of the year through the volun- 
tary conversion of 35,169 shares into 109,021 shares of common 
stock. In anticipation of future sinking fund requirements, TRW 
purchased and retired 1,460 shares of the 4% preferred stock. 


Funded or long-term debt increased to $63.1 million as compared 
with $58.7 million a year earlier. The higher level reflected notes 
to overseas banks discussed above, partially offset by reductions 
in the domestic debt. During 1965, $24,000 of the 314% debentures 
were purchased and $1 million of the 514% debentures were called 
for redemption pursuant to sinking fund provisions. In addition, 
$10,000 of the 47%% subordinated debentures were converted into 
common stock. 


GROSS PROPERTY ADDITIONS AND 
DEPRECIATION AND AMORTIZATION 
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The company’s capital structure remained ina very strong position 
at the year end, even with the new higher financing requirements. 
On December 31, 1965, TRW had $274.5 million of permanent capital, 
up from $257.4 million at the end of 1964. Long-term debt out- 
standing represented 23% of the total capitalization—the same 
percentage as in the prior year. With total shareholders’ invest- 
ment representing 77% of the long-term capital, TRW retains com- 
fortable financial flexibility to meet future growth needs. 


Growth in Common Shares and Shareholders. There were 8,490,238 
common shares outstanding at the end of 1965, an increase of 
178,636 shares above the end of the previous year. Of the higher 
number of outstanding shares, 109,323 were issued in the conver- 
sion of 35,169 shares of the Series A preference stock and $10,000 
principal amount of the 473% subordinated debentures, and 103,413 
shares were issued pursuant to the exercise of stock options. These 
increases were partially offset by 34,100 shares purchased in the 
open market and classified as treasury shares. 


At year end, there were 21,088 common shareholders of record, a 
new peak number. This compares with 18,402 at the end of 1964. 
These figures do not include several thousand additional share- 
holders whose shares are registered in the ‘‘street-name”’ of 
brokers or bank nominees. The table below shows an analysis of 
the shareholders of record based on ownership data that are 
available to the company: 


Number Number % of 
oO of Total 
Holders Shares Shares 
Mien: ie cesk®S Se nie Swe sides 6,952 1,499,675 17.7% 
WOMONIEs cen cra Gan one ne Meer eee omens 6,925 1,301,986 15.3 
delta NeOWMES: bo soo bot ooo 4,132 284,043 3.3 
IndividwaliRidtctariesicemcm cs emen nmr 408 65,054 8 
Total Individuals 
(Excluding Management)....... 18,417 3,150,758 37.1% 
Banks and Trust Companies*...... 720 2,950,048 34.8 
Byrokerstt: = Gwe eran ele wee aa Seen emer 326 1,072,775 12.6 
Institutional iinvestors*** 2. 2. 2 1. 6 197 656,380 Te 
Directors and Management. ...... 57 490,371 5.8 
OLIERS os wees wale catia ceienarasteeree ISS¥/il 169,906 2.0 
MOtall: Tae sta ve cows coe om peupeeter ee ee tome 21,088 8,490,238 100.0% 


*As fiduciary or nominee **Excluding nominees 
***Exclusive of institutional holdings included under bank or broker nominees. 


TRW ‘statement of source and application of funds 


SOURCE OF FUNDS 


From operations: 
Net income 


Working capital of businesses acquired for capital stock 
New financing—note to bank due beyond one year 
Salecof stocksunderoptionS ecm -acuc tc ecient ces mA eit) Cae een vile ober Am ire meceumn oe 
Payment of long-term note receivable 


APPLICATION OF FUNDS 


Dividends.declarediwcaray-s pes. wns eesti ewe cra teeth coe A ons ata atte Sar onuiel ne nats Oise e eo neate so 
Additions to property, plant, and equipment, net of normal retirements. .............. 
Reductionotilong-ternmnidebtreecwcacmen nuceccanecttteve-ctar esi ay cutest su oie ciMoubsured sinc ucirek cled watsiaed euss v6 
VCS Me OCTANE, 6 6 on oe Goo Oe SB oes A ee Oo oO oo Bo 8 
Provision (net of income taxes) for lease cancellation costs and other charges related to 
equipmentnosoncer req uinecrinetiesDUSTINCS Si .mrsmcimcmrciecuen isa irstitclltsia icin lliciieUR< MiMi eau cureitclitre 
Purchase of capital stock for treasury or retirement 


Other—Mele meet Uecies suntan uesihon concerns ote gl Meio sein) voMc ten eis oS usu omrenicm neces tc) fates 
(Decrease) increase in working capital—see schedule below ...............-204, 
Gurrentiassets sein. mete maa cues mcR Circ ick car ercmreitcas Stile! Coulee Cure maine Bicimr-ias Naps Men mioUNG yc Reyes 
(ClifdgeelMe Se As o moo & Oh mo 0 oO) D Go to b ou Oop Ob Go 0 0 Dood og nO 
Wortiveeiel—aielOMME so oo oo oo Oo Oho OOD Ee HOB EKG OR DOB OOS 
Wictaahnfesoe oneal Glin GIWEEI concpocovcdGodoF oO Roo edDH Dado GbaE 
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Year Ended December 31 


1965 1964 

$ 28,976,112 $ 23,408,851 
18,486,197 15,414,468 

$ 47,462,309 $ 38,823,319 
—0— 27,110,884 
5,000,000 —0— 
2,235,238 593,789 
1,681,060 —0— 


$ 56,378,607 


$ 66,527,992 


$ 13,546,066 
25,841,505 
524,000 
19,783,104 


3,350,000 
1,169,479 
1,040,236 


$ 9,754,474 
18,704,500 
2,911,624 
2,392,390 


af 
16,408,557 
2,981,928 


$ 65,254,390 
(8,875,783) 


$ 52,713,473 
13,814,519 


$ 56,378,607 


$ 66,527,992 


$203,809, 904 


$184, 136,059 


88,300,161 59,750,533 
$115,509, 743 $124, 385,526 
124,385,526 110,571,007 
($ 8,875,783) $ 13,814,519 


TRW fifteen -year financial review (Dollar amounts in thousands except for per share data) 

RESULTS FOR THE YEAR 1965 1964 1963 1962 1961 1960 1959 
Net 'Sales* 2.9.00 & joe steer oereee $664,510 $553,420 $482,639 $460,314 $409,077 $420,421 $417,749 
Income before income taxes. ..... 54,473 43,745 29,393 25,204 12,668 20,947 19,814 

TAG Sa lesa ae ae eae 8.2% 7.9% 6.1% 5.5% 3.1% 5.0% 4.7% | 
NKekatigtelel gave mage. Game Deon Go Dem 6 oes 28,976 23,409 15,165 12,454 6,459 10,177 9,744 | 
FAO SAaleSia Mrewsrcues tomer wie Meenas 4.4% 4.2% 3.1% 2.1% 1.6% 2.4% 2.3% 

% to common shareholders’ equity . 18.3% 14.9% 10.7% 9.4% 5.1% 8.8% 9.0% | 

{ 

Cashidividends paceman: 12,691 10,166 5,762 5,074 4,896 4,723 4,570 | 

Reinvested earnings. ......... 16,285 13,243 9,403 7,380 1,563 5,454 5,174 | 
Gross property additions ....... 28,698 19,672 13,472 28,232 11,701 17,912 17,391 
Depreciation and amortization .... 18,486 15,414 12,386 11,417 10,845 12,494 11,841 | 


YEAR-END POSITION 
QWEMMONSS Sas on o ao Soe oe E 93,161 82,455 60,011 66,419 65,431 70,245 61,757 


CUrRKEnT ASSETS: hs ameuriementsiel ae eee 203,810 184,136 160,167 151,794 148,042 160,635 147,771 | 
(Gea MNNMES 6 o Goo ao be oO 88,300 59,750 49,596 48,750 42,709 77,319 80,435 | 
Workingecalpitallimeaearcarncn eaten mem menes 115,510 124,386 110,571 103,044 105,333 83,316 67,336 | 
Curfentiratioze 04 Gegeces eae 2.3 Sill 3.2 sll 325 Doi 1.81 
Net property, plant and equipment . . 108,473 99,600 80,788 85,877 70,408 71,176 83,050 | 
ShniOnewelma ies 5 o 5 ob 6 6 0 8 6 13,372 —0— 648 —0— 8,000 35,000 37,800 | 
HOME CIS! 5 5 2 ooo oD OB 63,123 58,657 60,837 61,676 55,831 30,893 39,949 | 
TOtalaSSets= ey erted aeons ae are eee 363,086 317,602 261,620 253,740 233,301 239,534 237,800 | 
Total shareholders’ investment ... . 211,330 198,777 150,345 141,566 133,105 123,972 115,921 | 


Per Common Share 


NGEMRCONNTC hese taeu ees nee $ 3:15 $ 2.45 $ 1.98 $ 1.63 $ .86 $ 1.42 $ 1.37] 
Dividemd'Si.) alc 62 valeur omen ceria akeaes 1.20 .90 Ai} .64 64 64 64 } 
Book-Wal UG utter site atest enone 17.53 15.93 18.94 17.74 16.94 16.66 15.62 


Shares Outstanding 


AQ, Preferred!) suum ct emt mneuneurnne 64,088 65,548 72,898 77,208 78,188 78,708 81,708 | 
SeniesvA: Preferences onmrtis aaimenceminenne 530,158 565,160 — — - — — 
COMITIOMS eh hi en ee nous ee 8,490,238 8,311,602 3,763,990 3,758,992 3,346,969 3,152,605 3,119,503 | 
Common—adjusted for stock 
splits and stock dividends. ..... 8,490,238 8,311,602 7,527,980 7,517,984 7,363,332 6,935,732 6,862,906 | 
Worldwide Employment. ........ 46,873 39,511 33,191 31,810 28,655 26,132 27,451 
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1958 1957 1956 1955 1954 1953 1952 1951 
$340,622 $412,609 $335,520 $295,907 $270,830 $326,466 $274,080 $194,899 
18,815 25,442 27,237 22,602 24,646 27,662 28,853 20,698 
5.5% 6.2% 8.1% 7.6% 9.1% 8.5% 10.5% 10.6% 
8,979 12,138 US) Shy 10,772 11,535 9,652 9,253 7,687 
2.6% 2.9% 4.0% 3.6% 4.3% 3.0% 3.4% 3.9% 
8.7% 12.7% 15.4% 13.8% 16.8% 16.1% 17.4% 17.3% 
4,292 4,201 4,184 4,161 3,258 Zou (oS) 2,665 
4,687 7,937 9,168 6,611 8,277 6,861 6,524 5,022 
13,748 27,369 29,735 16,048 8,478 7,211 8,978 12,231 
11,698 9,163 7,840 6,766 6,267 5,985 3,783 1,936 
47,162 60,122 74,859 54,179 53,560 60,852 65,603 50,269 
119,065 126,799 138,693 96,207 94,044 112,061 128,498 86,989 
52,864 67,518 97,999 46,369 42,352 66,600 88,761 48,423 
66,201 59,281 40,694 49,838 51,692 45,461 39,737 38,566 
(fe 129 1.4 2k 22 sf 1.4 1.8 
77,631 77,802 67,560 48,324 39,339 37,332 36,334 31,396 
14,500 26,000 55,500 12,600 10,100 45,400 54,300 25,000 
40,943 37,954 15,571 13,874 14,437 15,000 15,000 15,000 
203,524 210,838 211,234 147,918 136,907 Wanye Ny 167,226 120,331 
109,698 105,151 96,497 87,637 80,118 70,317 63,465 56,909 
$ 1.30 $ 1.78 $ 1.96 yaa) $ 1.74 $ 1.48 $ 1.55 $ 1.28 
-64 .64 .64 .64 .50 42 41 41 
57, 14.51 13.12 11.91 10.98 9.61 sy 8.23 


ou 


81,708 


024,983 


654,962 
25,899 


me ————————————— 


83,788 


2,762,593 


6,650,462 
23,091 


86,898 


2,752,888 


6,629,110 
26,690 


87,108 


2,728,537 


6,575,538 
22,565 


88,218 


2,663,222 


6,431,846 
21,902 


89,418 


1,304,812 


6,313,930 
24,037 
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90,853 


1,183,017 


5,725,804 
25,866 


91353 


1,180,704 


5,714,606 
18,624 


notes 


Data prior to 1958 have been reconstructed to in- 
clude operations of The Ramo-Wooldridge Corpora- 
tion and TRW Semiconductors Inc. from dates of 
their incorporation. Statistics for 1959 include oper- 
ations for the full year of Radio Industries, Inc. 
which was acquired in December 1959; data for 1960 
include full-year operations for Good-All Electric 
Mfg. Co. which was acquired in April 1960; figures 
for 1961 include results for eight months of Radio 
Condenser Co., acquired in April 1961; statistics for 
1964 include operations for the full year of both 
Marlin-Rockwell and Ross Gear; and data for 1965 
include Cam Gears, Ltd. from May 1965, the month 
of acquisition. 


The per share statistics were computed on the basis 
of common shares outstanding at the respective 
year-ends (except for 1961 through 1965 which were 
based on average number of shares outstanding for 
the year) adjusted to give effect to: (a) the stock split 
of 2 for 1 in December 1964; (b) the 10% stock divi- 
dend declared in December 1962; (c) the stock split 
of 2 for 1 in October 1954; (d) the 10% stock dividend 
in September 1953; and (e) with respect to book value 
and earnings per share, the issuance of 260,344 com- 
mon shares in connection with the 1958 merger. 


The average numbers of common shares used to 
compute the 1961-1965 per share statistics were as 
follows :1965—8, 383,193 ; 1964—8, 460,576; 1963—7,527,450; 
1962—7,476,462; 1961—7,176,928. 


TRW statement of consolidated income and retained income 


ic\aict:| cen a rn nr mens, corti, eutneouc: tl Gio. on Oe ice Sa OS BO, a So ore 6 
Other inCOME. « «aes dow Sow % we Hew Serbs Reece cee sUben dette use Ge Sou neon sre) neues ie stunts em mr 


Deductions (including depreciation, 1965—$18,486,197; 1964—$15,414, 468): 
Cost of products:and! services: Soli 7) ty «ira vires cucciUcmmornrslmtcmieon te me siens nt uncon oiin< tn ts eres ar tare 
Administrative, research and development, and selling expenses .................. 
aht=) gato 2).4 012) ee eee Ane RS CMC Alig Shea ai xo 6 6 GG Go a be BG Onn 
Oli at-1aelste [Ue lleli iE Moen A deo Gd ws SoS Cd eo Ga & OA SS OH HOO 6 


Income before income: taxes. 5. a aw 2% cu fe & fel <a) ac ct son oka vameonTaL Ure eg cians) src CRC nn ne treme amr 
Income taxes—estimated!: 0206 3c Sek gS ar es ce ee or ened nso STIR Cina c un MRS ts ars go eS 


Retained income at beginning of year vars ccs oa can mcurciec ue ctunremte iene mie ct us tnre ince pur miroanrs nr Vanr-ans tr nr rs anon 


Deductions: 
Dividends declared: 
On4% Cumulative Preferred Stocks me so.) co catcucur utenti neice ea aero cf 
On Series A Preference Stock 
On Common Stock 


Cae a ee) er oe eC ee OME Pee Mey OO th Gl A KR Oth Go oo 4G a A oo og 


Provision (net of income taxes) for lease cancellation costs and other charges related to equipment 
no longer required in the business and elimination of intangibles related to business discontinued . 


Charge resultingmrompunchase on stockehotmtnea SU |, ymmemtemmemnenn nine teint nn tae ier ae a re 
Transfer to capital-stock accounts and other charges in connection with business acquisitions . . . 


RETAINED INCOME AT END OF YEAR 


See notes to financial statements. 
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Year Ended December 31 


1965 1964 
$664,509, 788 $553,419,546 
3,312,478 4,947,829 


$667,822,266 


$532,614,402 


$558, 367,375 


$445,010,457 


75,588,382 65,977,960 
3,835,746 3,007,270 
1,310,624 626,837 
$613,349,154 $514,622,524 
$ 54,473,112 $ 43,744,851 

25,497,000 20,336,000 
$ 28,976,112 $ 23,408,851 
114,674,393 117,853,074 


$143,650,505 


$141,261,925 


Seog Oe: $ 268,442 
2,301,047 1,801,405 
10,935,857 7,684,627 
$ 13,546,066 $ 9,754,474 
3,942,549 —0— 
956,005 12,255,998 
—0— 4,577,060 

$ 18,444,620 $ 26,587,532 


$125,205,885 


$114,674, 393 


TRW statement of consolidated shareholders’ investment 


Year Ended December 31 


1965 1964 
4% PREFERRED STOCK—outstanding shares at par value 
Balanceratibecinning of y cars mcm seit tomar mont tec ar a iarnrar are ie eon wc eel genes ica, $ 6,554,800 $ 7,289,800 
Rurchasedandiretiredigye a: aim armen ci me ar Nea eee te a wen ear oe) en ee Oe Sa er gle ees eae 146,000 735,000 
4% Preferred Stock at end of year § 6,408,800 $ 6,554,800 
SERIES A PREFERENCE STOCK—outstanding shares at liquidation price 
Balancerati beginning onvealam waren on mee onc tien et fais ies ate ak ncn oy iy Raises $ 56,516,000 $ —0— 
SoldiUnderstockcoptions/acecmemc ecm arn uri cuce o tab calcu swoke Ua stoma. soto to womn. Retesinch cersmanes: tec Gs 16,700 5,500 
(Comanche) COMO SWI oo oo eH HO DOO DOES OHO ECOBOKHObSo OURO OS OOD ( 3,516,900) —0— 
[ssucdiinibusinessiacquisitionSmuncmrcseatcurencn me tact etre ech eis se eMtren nt serie antismsGmen cerstast —0— 56,510,500 
Series A Preference Stock at end of year § 53,015,800 $ 56,516,000 
COMMON STOCK—outstanding shares at par value 
Balance:at- beginning of yeaa scewe a ust el cacwe eh on wal ess et osci og ol aus! Oh ween) s) hres @ wins) Le $ 20,779,005 $ 18,819,950 
Soldtungderkstocktoption See. wemecmese k's me irrik cm cou nee Mae omen, ste rete) a) oan Wulms SsateeensmieL nc 258,532 68,260 
Issued in conversion of Series A Preference Stock and 4%% Subordinated Debentures ....... 273,308 —0— 
ISSWECITSUSINGRE FCSN 6 on 64 oon dnoonogtoonscdooouuosodsduonavoe —0— 3,269,975 
Pe MEG MCU EUTa Rov a asa acoA Ohl oyplosm 6 MeoeGoe nen ovorg 8 Ban Go aeowe Geomoun s ( 85,250) ( 1,379,180) 
Common Stock at end of year § 21,225,595 $ 20,779,005 
OTHER CAPITAL 
Balancerat:berinningzO1.y.ealacemcmte mentcmr i nour ceo ivecarm ic wrerewen seers pains rice ements $ 252,558 $ 35,830,365 
Arising from retirement of Preferred Stock and conversion of Series A Preference Stock and 
AW/ROS S\ulovol celtarehtevo hl OXeleyeyiWcetso oes bo G cd ductal Og 6 oO Bao oO Gao oH oi 6 4 o ooo olG 3,265,040 50,766 
Excess of proceeds from sale over stated value of stock sold under stock options. ......... 1,960,006 520,029 
Charcermesultingairoml purchase On StOCKsIOmtrcaSU hy mu. mrmsmr mc ini cmt rentc it l-licit cil cilci INC i Unc citstite ( 3,688) ( 2,089,145) 
Transfer to capital-stock accounts in connection with business acquisitions. ............ —0— ( 34,059,457) 
Other Capital at end of year § 5,473,916 $ 252,558 
RETAINED INCOME 
Balance atend! of year—see separate:statement . 9 2506 0) sae lee) er) we) + siete cis) os) 125,205,885 114,674,393 


TOTAL SHAREHOLDERS’ INVESTMENT AT END OF YEAR $211,329,996 


$198,776,756 


See notes to financial statements. 
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TRW consolidated balance sheet 


Assets December 31 
1965 1964 
CURRENT ASSETS 
0-1 9 nn er ae mr mt eect aiid tad og O96 Go 6-0 0.8 Oo Ob ob a Oe 8 $ 23,576,750 $ 16,673,921 
Marketable securities—at: Cost. %- cis. esp caves os sce e) cee p rete a Sune eter ee a ferme mE cna 857,553 13,042,533 
Accounts receivable: 
Bila-te (Sloot) ee er ee erm RAMA ens Stig mot cate o OS WG 6 da Gls & 2 $ 45,220,833 $ 38,442,714 
Reimbursable costs, fees, and claims under Government contracts and subcontracts. ...... 41,756,659 34,225,004 
Less allowanceS soc 3. eee cee wl cule ie eis Cou telnsin NOMS Us) Nem eC rene a Ce 162.752) ae (ee OSs4110) 
$ 86,214,740 $ 71,964,307 
Inventories—at lower of cost (partly last-in, first-out) or market: 
Finished products and’workiin) process. c = cmc circuit oi ciecit en caeteur= as ten enteritis tieemesym auc rao $ 73,280,284 $ 67,450,111 
Raw materials:‘and supplies: < :-5 2. cys. vale oases apne, colton cu eee otmee eee mtoTinrs rstersrmiceun sem es Tc mE oc 19,880,577 15,005,187 
$ 93,160,861 $ 82,455,298 


TOTAL CURRENT ASSETS $203,809,904 


$184, 136,059 


INVESTIMENTS IN= FOREIGN ENTERPRISES =NotevAv me cuecurcmreirctreiitente stirs irent, mii cr 40,921,684 21,343,336 
PROPERTY, PLANT, AND EQUIPMENT—on the basis of cost 
Re a rerio Ar ini Se on cena hoa bod 5 4 Guo Oo & a Soc $ 4,768,729 $ 4,743,176 
SONS | 1d): ee nr erty er is OLY Ro kee or ded Ah Ap cdo 6 po 6 oO 8 6 88,873,776 85,134,087 
Machinery and equipimemt ss, se. sr sey ss. sw Mono. tut cos aee cout obs voile vet (oueod LO ev Sinslinro ae Monnet cUnean cuS nr nn rome 161,240,004 143,031,017 
$254, 882,509 $232, 908,280 
Less allowances for depreciationiand! amortization) ese ecucmeicennciee ts reuatcmnrc incur cn erst cir wmre nrc urement 146,409,419 133,307,834 
TOTAL PROPERTY, PLANT, AND EQUIPMENT—net $108,473,090 $ 99,600,446 
MISCELLANEOUS: OTHER ASSETS cep cece) coc ret venison esthetics enlistees r= rs ere 4,106,705 6,299,518 
PATIENTS; LICENSES AND OTHERSTINDWAN GIB EES iaecire mreiecntcin sire ine ate tnt ciretit ssn an 1,623,031 2,243,495 
PREPAIDS EXPENSES ANDJORHERSDERERREDEGEIAT GIES scarce inci ierin carina ane 4,151,978 3,979,392 


$363,086,392 


$317,602, 246 
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Liabilities and Shareholders’ Investment December 31 


1965 1964 
CURRENT LIABILITIES 
Notesspavalblertocb amiss cure wepenute maimueen ee unpre eye creishcn ech ecrrs EO monte pcos onissr Gere Gots) 0 $ 13,372,000 $ —0— 
‘TFREYE NEA KS COUT SEWCIONE dite. & Gon ek o 6 blo on pene Sud SuNEenOn or Lqayaeriic Sauer se ch eu chee ar 22,552,276 1579851 5i 
NSU! SeWAO)lll Alael MOUS WMC MERION 6 oo 5 5 op eo eee eo oe hee 12,128,086 8,867,325 
NSCS AC MEDS elilel CHIMES oo oo G ooo Go Boe Bd 6 Geo oo oUm om & neo ee ous ae ee med 22,560,915 19,019,200 
Dividends: Payal Gm mrwtiecce wera o.tmcmen rhs) feta setsuet hoes cet Ges: Go seo ner eaten) seine a Ge te ea 3,598,964 2,743,931 
INncomertaxes Me-mrtcmenemrcerc meter et re heroes etre deere yn ves ey Rar A ce we Pe a ERs Peay ia, ae ae eees 14,087,920 12,821,926 
ARROWS foeNelalke WihdMiin OMe Weer Oi IOMEWEMTMCENE. 6 oa be ooo eo o eo ooo ae oe oo —0— 500,000 
TOTAL CURRENT LIABILITIES '§ 88,300,161 $ 59,750,533 
LONG-TERM DEBT—excluding payments due currently—Note B 
BAC EDEN EIR SeCtieaeS (lap wemer: ec e-corcu a Becehe stoma vols eeuseme ect os; eer Sane ig oa turd pubes ae Uae Sy ee ane $ 7,403,000 $ 7,427,000 
MYGOE Suilsvornelinetsste| Del xauMicaclW . 4 oo bh a oo ewe oo eR eb panes ee 19,719,500 19,729,500 
HAO DSM EINE Se CMO SO wee cars cpeci ceenie nce sree oteyntg Yann sine aeh Aeebrcu mais -c-’omerc@ire Geanehcmaesn cine. Shad nec 24,000,000 24,500,000 
Heehkrustdeedimotessdue 1982505.) ot nue eaes cota eo le> cose Me cies gu) we teks) is aus sp ee GS: wie sas 7,000,000 7,000,000 
Notetpayablestosbankwdues May 01967) rurun-me-nerue itso rune we eee sa esice wu eairce opted eemkeany cous eins 5,000,000 —0— 
TOTAL LONG-TERM DEBT $ 63,122,500 $ 58,656,500 
MIINORIING UNAASRIESIE TIN IOMIESTIG SUIEISIDWNRIES 2.6566 6005040 0n60 e545 GND 55Gb oH 333,735 418,457 
SHAREHOLDERS’ INVESTMENT 
4% Cumulative Preferred Stock, $100 par value: 
AuthonzedwZ 098 shares outstanding 64,088: SitaneS sure cmtenre nciesn cu ccieeitst esis uteyectict's culm t-te-ulours $ 6,408,800 $ 6,554,800 
Serial Preference Stock, without par value: 
Authorized 750,000 shares; outstanding 530,158 shares, designated as $4.25 
Cumulative Preference Stock, Series A, stated at 
(MOIRA? INC UICEIOR MGC MONE so cob bo ohh HoH KOH GeO HOO 53,015,800 56,516,000 
Common Stock, $2.50 par value: 
Authorized 15,000,000 shares; reserved 2,695,151 shares—Notes B, C, and D; 
outstanding 8,490,238 shares, excluding 592,172 shares 
i) WEB SUTAY IOI SBE WIZ SMES) < oo a bp oo Doo De oo Oe OO Bo Oe OoRe edad BS 21,225,595 20,779,005 
OQUNEPCHSIG noe bo oo ROH PPS So SR Oo GH EDO OHO ER DOO EE Oe Gag oO a 5,473,916 252,558 
Rete GuINCOMG= NO Ley Beate orca teacoe tae reat oie mar eg ar Maoeepret ee Mv erSiw codes er calc ct smiew ns raters 125,205,885 114,674,393 


TOTAL SHAREHOLDERS’ INVESTMENT  $211,329,996 


$198, 776,756 


$363, 086,392 


$317,602,246 


See notes to financial statements. 
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notes to financial statements 
Year ended December 31, 1965 


Note A—The accounts of all subsidiaries are consolidated in 
the statement of income and retained income; the accounts of 
all United States and Canadian subsidiaries are consolidated 
in the balance sheet and the assets and liabilities of the other 
foreign subsidiaries are reflected in the balance sheet as a part 
of investments in foreign enterprises, which investments as 
to such subsidiaries are stated at cost to the Company ad- 
justed for its share of undistributed net income (or losses) 
since acquisition ($30,674,399). This method of reporting the 
accounts of foreign subsidiaries at December 31, 1965, did not 
materially affect the comparability of the balance sheet with 
that at December 31, 1964. In addition to these investments in 
foreign subsidiaries, investments in foreign enterprises at 
December 31, 1965, included 50% ownership in one corporation, 
stated at cost plus equity in undistributed income since ac- 
quisition ($6,106,094), and investments in several less-than- 
50%-owned corporations stated at cost ($4,141,191). 

The Company's investment in foreign subsidiaries (exclusive 
of Canadian) and 50%-owned corporation exceeds its equity in 
net assets by $8,393,000 representing principally the cost of the 
investment in excess of underlying net assets at date of 
acquisition. 

The Company’s equity in net income of foreign subsidiaries 
and 50%-owned corporation for the year 1965, amounted to 
$2,360,000 and dividends received from such companies 
amounted to $557,000. 

The geographical distribution of the assets and liabilities of 
the foreign enterprises is shown in a tabulation on page 15. 


Note B—Annual sinking fund requirements in respect of the 
several issues of outstanding debentures amount to $563,000 
for the 344% issue, $500,000 (which will increase after 1970) for 
the 54% issue, and $845,000 (beginning in 1968) for the 4%% 
issue. The 5% trust-deed notes are payable in semiannual in- 
stallments of $175,000 each beginning June 1, 1967, with a final 
installment of $1,750,000 on June 1, 1982. The amounts shown as 
outstanding at December 31, 1965 are after advance payment of 
sinking fund requirements for the 314% Debentures ($1,404,000) 
and 54% Debentures ($500,000). 

The 4%% Subordinated Debentures are convertible on or 
before August 1, 1967, into Common Stock of the Company at 
the rate of one share for each $32.705 principal amount of 
Debentures; 602,954 shares of Common Stock are reserved for 
this purpose. 

Among other covenants, the indentures impose limitations 
on the payment of dividends. Under the most restrictive inter- 
pretation of these limiting covenants, retained income at De- 
cember 31, 1965, was unrestricted to the extent of approxi- 
mately $52,100,000. 


Note C—The Series A Preference Stock is convertible on or be- 
fore June 15, 1979, on the basis of $32.25 per share of Common 
Stock taking each share of Series A Preference Stock at $100 
for this purpose. At December 31, 1965, there were 1,644,158 
common shares reserved for conversion of Series A shares. 


Note D—The Company has granted options to officers and em- 
ployees to purchase unissued Common Stock of the Company 
at prices not less than 85% of the fair market price at date of 


grant, except that for officers who are also Directors of the 
Company and for options granted subsequent to December 31, 
1963, the option price equals the market price at date of grant. 
In general, the options are exercisable to the extent of one- 
third to one-fifth of the optioned shares for each full year of 
employment following the date of grant and expire from five 
to ten years after date of grant. The following tabulation shows 
the shares reserved for options and the options outstanding 
at the beginning and end of the year, the changes therein 
during the year, and the market prices as of the respective 
dates on which options were granted or exercised or became 
exercisable. 


Corres- 
Number Aggregate’ ponding 
of Option Market 
Shares Price Price 
At beginning of year: 
Options outstanding . . 428,912 $ 9,626,556 
Reserved for future 
OptlOnS cue ancney 122,540 
Changes during the year: 
Options granted .... 70,450 2,713,487 $ 2,713,487 
Options becoming 
exercisable ..... 57,204 1,307,680 1,965,945 
Options exercised .. . 103,413 2,222,986 3,608,264 
Options canceled ... 1,743 28,642 
At end of year: 
Options outstanding . . 394,206 10,088,415 10,763,428 
Reserved for future 
Optlonsiia a womens 53,833 


Note E—According to actuarial valuations, the unfunded li- 
ability for past-service costs under the companies’ several em- 
ployee-retirement plans was approximately $33,000,000 at De- 
cember 31, 1965, and the annual normal cost (which does not 
include funding of or interest on the past-service costs) is ap- 
proximately $8,400,000. 


Note F—The aggregate rental obligations of the Company and 
its subsidiaries under leases in effect at December 31, 1965, 
which expire more than three years after that date, amount to 
approximately $57,700,000 of which approximately $3,600,000 is 
payable in 1966, $17,400,000 in the five-year period 1967 through 
1971, $12,200,000 in 1972—1976, $9,800,000 in 1977—1981, and 
$14,700,000 thereafter. 


Note G—Sales for the years 1965 and 1964 include amounts sub- 
ject to renegotiation for the limitation of profit, but the Com- 
pany believes that no adjustments of reported net income will 
be required. Renegotiation has been completed for all years 
prior to 1964. 


Note H—In January, 1966, the Company purchased more than 
90% of the outstanding stock of a corporation in the United 
Kingdom and the remaining interest not previously owned ina 
corporation in France, for a total of approximately $30,000,000, 
the greater portion of which was borrowed from European 
sources. 
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accountants’ report 


The Directors 
TRW Inc. 
Cleveland, Ohio 


We have examined the consolidated bal- 
ance sheet of TRW Inc. and subsidiaries as 
of December 31, 1965, and the related state- 
ments of income and retained income and 
shareholders’ investment for the year then 
ended. Our examination was made in ac- 
cordance with generally accepted auditing 
standards, and accordingly included such 
tests of the accounting records and such 
other auditing procedures as we considered 
necessary in the circumstances. It was not 
practicable to confirm by direct communi- 
cation all amounts receivable from the 
United States Government and certain other 
customers, but we satisfied ourselves as to 
such amounts by means of other auditing 
procedures. We made a similar examina- 
tion of the consolidated financial state- 
ments of the Company and subsidiaries for 
the year 1964. 


In our opinion, the accompanying balance 
sheet and statements of income and re- 
tained income and shareholders’ invest- 
ment present fairly the consolidated finan- 
cial position of TRW Inc. and its subsidiaries 
at December 31, 1965, and the consolidated 
results of their operations for the year then 
ended, in conformity with generally accept- 
ed accounting principles applied on a basis 
consistent with that of the preceding year. 
Further, it is our opinion that the accom- 
panying statement of source and applica- 
tion of funds presents fairly the factors con- 
tributing to the changes in working capital. 


Pt Foc: 


Cleveland, Ohio 
February 7, 1966 


TRW 


OPERATIONS 
PRODUCTS 
SERVICES 


TRW Inc. is a diversified company com- 
posed of four decentralized operating 
groups based on related product lines 
and technologies. Our 25 U.S. divisions 
and subsidiaries employ about 40,000 peo- 
ple, and more than 11,000 people are work- 
ing in TRW'’s 17 principal international 
subsidiaries located in 12 countries. * 

Relating corporate capabilities to the 
achievement of primary national goals 
has helped TRW become a leader in many 
fields. Today we are supplying growing 
transportation markets, participating in 
the development of dynamic electronics 
and communications markets and con- 
tributing to aerospace and industrial pro- 
grams on the farthest frontiers of ad- 
vanced technology. We grew up with the 
automobile and aircraft industries, help- 
ed launch the electronics and space age, 
and are now exploring new opportunities 
for providing our components, systems 
and services on a worldwide basis. 
CORPORATE HEADQUARTERS 


23555 Euclid Avenue—Cleveland, Ohio 44117 
(216) 383-2121 


WEST COAST OFFICES 
One Space Park—Redondo Beach, Calif. 90278 
(213) 679-8711 


WASHINGTON OFFICES 
1875 Connecticut Avenue 
Washington, D.C. 20009 
(202) 234-9330 
*Employment as of Feb. 1966. 


TRW AUTOMOTIVE OPERATIONS 


E. P. RILEY, Executive Vice President 
Headquarters: 
23555 Euclid Avenue, Cleveland, Ohio, 44117 


TRW MICHIGAN DIVISION 

Headquarters: Warren, Mich. 48092 

Plants: Warren, Detroit and Portland, Mich.; 
Cleveland, Ohio 


Cc. W. Ohly, Vice President and General Manager 


Steering linkage and front end suspension parts and 
assemblies for passenger cars, trucks, tractors, farm 
implements, and industrial vehicles; both high and 
low pressure hydraulic pumps for power steering, 
automatic transmissions, and other applications for 
the automotive, truck, tractor, farm implement, and 
industrial markets; king bolts, piston pins, water 
pumps; impact extrusions, aluminum permanent 
mold and high pressure die castings; cast and im- 
pact-forged aluminum alloy pistons. 


az 


Precision bearings are inspected in ultra-clean 
facility at Marlin-Rockwell's Falconer, N. Y., plant. 


TRW's aluminum forged pistons are standard equip- » 
ment on Indianapolis racers and in many other high- 
performance car, truck and marine engines. 
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MARLIN-ROCKWELL COMPANY DIVISION 
Headquarters: 402 Chandler Street 
Jamestown, N. Y. 14701 

Plants: Jamestown and Falconer, N. Y.; 
Plainville, Conn. 


R. S. Kenerson, Vice President and General Manager 


Ball and roller bearings for passenger cars, trucks, 
tractors, farm and earth-moving equipment, power 
transmission machinery; a wide cross-section of in- 
dustry including machine tools, electric motors and 
material handling equipment; jet engines, helicopter 
and airframe applications; space vehicles and mis- 
siles. Supplies ‘‘MRC"' replacement bearings. 


ROSS GEAR DIVISION 

Headquarters: 800 Heath Street 

Lafayette, Indiana 47902 

Plants: Lafayette, Ind.; Lebanon, Wilson County, Tenn. 


F. H. Davis, President and General Manager 


Produces both manual and power cam and lever, 


“‘Advanced technology 
is the cornerstone 
of our business.” 

J. D. Wright, Chairman 


TRW stands for growth through 
technology. You will find 
evidence of it in your car, in 
your TV, on the last jet you 
took—and in a satellite orbiting 
around the Sun. 


Just about every car or plane 
you see has TRW parts. 
Almost all color TV sets and 
car radios use TRW electronic 
components. And almost 90% 
of U.S. spacecraft owe some 
or all of their success to TRW. 
Applications of our technology 
range from engine valves 

that will outlast your car to 
satellites that will detect 
nuclear explosions 10 million 
miles from earth. 


TRW is 50,000 people who 
specialize in turning advanced 
concepts into practical 
products and services for 
aerospace, automotive, elec- 


tronic and industrial customers. 


TRW INC. is headquartered 

in Cleveland and has 
operations in 170 other 
locations throughout the world. 


Formerly Thompson Ramo Wooldridge Inc. 


AUTOMOTIVE—Power Steering Pumps 


ELECTRONICS—Color TV Components 


AIRCRAFT—Commercial Jet Engine Parts 


SPACE—Pioneer VI Spacecraft 


